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Abstract 
Financial institutions are expected to embed sustainable business practices as part of their ethical approach in conducting their 
businesses. This study examines the role of internal and external pressures in encouraging corporate social responsibility (CSR) 
reporting among financial institutions in Malaysia.  The sample for the study comprised of 20 financial institutions in Malaysia 
over a four-year period from 2008 – 2011. Content analyses of annual and sustainability reports were undertaken to measure the 
quality of ethical and social responsibility reporting among the financial institutions. An un-weighted CSR quality disclosure 
index was developed to measure the quality of information reported. The findings of the study revealed that the quality of CSR 
information disclosed improved over the four-year period. This is a positive development suggesting that the financial institutions 
are becoming more socially responsible. The results of the study also revealed that it is the external pressure in the form of 
concentrated ownership and customers’ pressure that can either inhibit or motivate the quality of CSR reporting while the internal 
pressure prove not to be a significant driver in promoting the quality of CSR reporting.   
© 2015 The Authors. Published by Elsevier B.V. 
Peer-review under responsibility of ACCOUNTING RESEARCH INSTITUTE, UNIVERSITI TEKNOLOGI MARA. 
Keywords: Corporate Social Responsibility; Financial Institutions; Malaysia; Ethical & Social Responsibility 
 
 
aCorresponding author. Tel.: +603-55435786 
E-mail address: faiza634@salam.uitm.edu.my 
© 2015 The Authors. Published by Elsevier B.V. This is an open access article under the CC BY-NC-ND license 
(http://creativecommons.org/licenses/by-nc-nd/4.0/).
Peer-review under responsibility of ACCOUNTING RESEARCH INSTITUTE, UNIVERSITI TEKNOLOGI MARA
184   Faizah Darus et al. /  Procedia Economics and Finance  28 ( 2015 )  183 – 189 
1. Introduction 
The drivers for organisations to behave ethically and responsibly have been a subject of interest to researchers in 
recent years. Both internal and external drivers are viewed as contributing factors that could provide incentives for 
management to behave responsibly. Vormedal and Ruud (2006) argued that the growth of sustainability reporting 
can be explained with reference to a range of market-based, societal, political, regulatory and ethical drivers.  For 
example, evidence of market drivers can be found in the growing number of ethical, social and environmental 
investment funds, which has generated an emergent demand for sustainability disclosures on the part of stockbrokers 
and analysts (Holden Meehan, 1999; Slater & Gilbert, 2004).  
This study explores the influence of internal and external drivers of corporate social responsibility (CSR) 
reporting in the context of the availability of financial resources, the international exposure of top management and 
the ownership structure of the financial institutions in Malaysia. The focus on financial institutions in this study is 
because the financial sector can exacerbate or improve the economy of a country financially. Therefore, these 
financial institutions are being increasingly demanded to act in a responsible and ethical manner. 
The remainder of this paper is organized as follows. Section 2 discusses the literature review and hypotheses 
generation. Section 3 discusses the research methodology. The research findings are reviewed in Section 4. The final 
section highlights the conclusion and implications of the results. 
2. Literature Review and Hypotheses Generation 
Prior studies have identified legislation, demands from investors and other stakeholders, specific events, awards, 
economic activities, politics, media attention, corporate governance mechanisms; firms’ performance, economic and 
moral motives and community awareness as among the factors that contributed towards an increase in CSR 
disclosure among organisations (Hillman & Keim, 2001; Deegan, 2002; Margolis & Walsh, 2003; Douglas et al., 
2004; Khan, 2010; Farook et. al 2011; Darus, Yusoff & Othman, 2014). For example, Khan (2010) revealed that 
non-executive directors and the existence of foreign nationalities on the board are significant in influencing the 
extent of CSR disclosure among financial institutions. In this study, it is argued that internal drivers due to the 
availability of financial resources and the international exposure of top management and external pressure from 
stakeholders in the form of concentrated ownership, customer pressure and government ownership is expected to 
influence the quality of CSR reporting of financial institutions in Malaysia. 
 
2.1 Internal Drivers and CSR Reporting 
As part of the social player in society, firms are expected to carry out social activities and to do so; firms require 
resources to fund such activities. Resources can be defined as “basic constitutive elements out of which firms 
transform inputs into outputs, or generate services” (Mathews, 2002, p.23). A review of prior literature suggests that 
human, informational, technical and financial resources connect resource-based theory with CSR (Petrache, 2008). 
In this study, financial institutions with financial resources in the form of organizational slack are expected to be 
internally driven to participate in social initiatives. This is because the availability of additional resources will 
expedite opportunities for firms to be involved in social activities (Waddock & Graves, 1997). In addition, to 
financial resources the exposure of CEO to international experience can provide rare and valuable resources which 
could lead to an increase in CSR performance (Slater and Dixon-Fowler, 2009). Carpenter, Sanders and Gregersen 
(2001) support the above contention by arguing that international experience by CEOs will provide inimitable 
knowledge, worldviews, and professional ties that help them to better manage their companies’ extensive 
operations. Therefore, the following hypotheses were developed: 
 
H1: The availability of financial resources is positively associated with the quality CSR reporting. 
H2: The international exposure of top management is positively associated with the quality of CSR reporting. 
 
2.2 External Drivers and CSR Reporting 
 
The external pressure from stakeholders in the form of concentrated ownership, customer pressure and 
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government ownership is expected to influence CSR reporting. In this context, the stakeholder theory is used to 
provide a basis to explain the relationship between stakeholders and firms CSR reporting (Joseph, 2007). 
Stakeholder theory emphasizes on the way firms react to pressures imposed by their stakeholders. Stakeholders are 
referred to as “any group or individual who can affect or is affected by the achievement of the organization's 
objectives” (Freeman, 1984, p. 46). Freeman (1983) stated that as the power of stakeholders increase the 
responsibility of management to meet such demand will also increase. In this study, it is contended that external 
pressure from stakeholders such as shareholders, customers and the government will influence the CSR reporting of 
the financial institutions.  
In concentrated corporations, minority shareholders become powerless and are unable to prevent the large 
shareholders to pursue their own interest (Abdul Samad, 2002). Thus, it is expected in this context that there will be 
less CSR reporting by companies in concentrated ownership as the external pressure due to the shareholding is 
diffused.  A review of prior literature suggests that the ownership of Malaysian companies is highly concentrated 
(Abdul Samad, 2002; Haniffa & Hudaib, 2006’ Haniffa & Hudaib 2006). Abdul Samad (2002) provided statistical 
evidence that 58.8% of the total equity in Malaysian corporate sector were owned by the five largest shareholders. 
The same conclusion was also reached by Haniffa and Hudaib (2006) who found that the five largest shareholders in 
Malaysian companies owned 61% of the total equity of the company.  
Cuganesan and Khan (2008) identified customers as one of Australian banks’ primary key stakeholder. Past 
literature provide evidence that consumers’ positive products and brand evaluations, brand choice, and brand 
recommendations are part of firms’ benefits from CSR activities (Brown & Dacin, 1997; Sen & Bhattacharya, 2001; 
Vitell, 2003).  In addition, Marin, Ruiz & Rubio (2008) concluded that CSR initiatives will lead to customer loyalty 
due to the positive evaluations of the company by customers. Prior literature also provides evidence that the 
government of Malaysia is sensitive to the needs of CSR (Amran, 2006; Amran & Devi, 2008).  According to 
Amran and Devi (2008) this is partly due to the heavy reliance by the government of Malaysia on foreign direct 
investments in financing the national economic programs. Therefore,  government owned companies are more 
willing to comply with certain social and environmental expectations because as a trusted body by the public, 
government institutions or government-linked companies would be more motivated to disclose their CSR 
information to show their support to the government’s aspiration (Said et al., 2009; Darus et al., 2009). Therefore, 
the following hypotheses relating to external pressure on CSR reporting were developed: 
 
H3: The concentration of shareholding is negatively associated with the quality of CSR reporting. 
H4: The influence of customer is positively associated with the quality of CSR reporting. 
H5: The government ownership is positively associated with the quality of CSR reporting. 
3. The Methodology and Model  
The focus of this study is on the quality of the  annual and sustainability reports being produced by financial 
institutions in Malaysia. While several studies have focused on the volume of reporting (see for example Kolk, 
2003, 2004; Sinclair & Walton, 2003, Darus, Mad & Yusoff, 2014), this study aims to critically examine the 
contents of such CSR reports. The quality of CSR information was extracted from the annual and sustainable reports 
of the financial institutions for the year 2008 – 2011 resulting in a 76 firm year observations. A CSR disclosure 
index based on Branco and Rodrigues (2006); Sobhani et al. (2012) and Khan (2010) was developed and categorised 
into four CSR dimensions of Community, Workplace, Marketplace and Environment resulting in a total score of 26 
items comprising of 8 items for community; and 6 items respectively for Workplace, Marketplace and Environment.  
The CSR reporting index for each dimension was constructed as follows:  
 
The index indicates the quality of CSR reporting for a company for each dimension, where N is the maximum 
number of relevant items a company may disclose and dj is equal to 1 if the item is disclosed and 0 if otherwise. 
 
ːmj
i=1
dj
N
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Table 1. The Variables and their Measurements 
Variables Measurements 
Dependent Variable  
Quality of CSR Reporting 
 
Scoring based on 1 or 0 (Branco& Rodrigues,2006;Sobhani,Amran &Zainuddin, 2011, 
Khan 2010)   
Independent Variables  
Internal Drivers 
Organisational slack 
 
Ratio of asset to liabilities (Arshad, Omar & Othman, 2012)  
Internatioanl Exposure  
 
International exposure of MD/CEO 1=Yes 0=No (Arshad, Omar & Othman, 2012) 
External Drivers 
Concentrated shareholdings 
Percentage of shares owned by the ten largest shareholders in the top 30 shareholdings to 
total number of share issued (Said, Zainuddin & Haron, 2009; Liu and Anbumozhi, 
2009) 
Customer Influence 
 
Percentage of deposits from customers to total equity (Roberts, 1992) 
Government ownership Percentage of shares owned by government institutions listed in the top 30 shareholdings 
to total number of shares issued (Amran &Devi, 2008, Said, Zainuddin & Haron, 2009, 
Othman,Darus & Arshad, 2011) 
Control Variable  
Size 
Total assets (Branco & Rodrigues, 2008; Hackston and Milne, 1996) 
 
The multiple linear regression model was used to analyze the relationship between the quality of CSR reporting 
and the independent variables. The following regression model was developed to test H1, H2, H3, H4 and H5. 
 
  CSRD = β0 + β1 ORGSLACK + β2 TOP EXP + β3 CONCENTRATESH + β4 CST + β5 GOV +      β6 TA + εt 
 
where CSRD is the quality of CSR reporting, ORGSLACK is organisational slack, TOP EXP is international 
exposure of top management, CONCENTRATESH is concentrated shareholdings, CST is customers, GOV is 
government shareholdings, , TA is size of company and εt  is an error term 
4. The Findings 
4.1. Descriptive Statistics 
Fig. 1 presents the mean score for the quality CSR reporting for the four-year period. The results from Figure 1 
revealed that the quality of CSR reporting showed an increasing trend over the four years with a slight decline in the 
mean score in 2011. The increasing trend in CSR reporting among the financial institutions in Malaysia is a positive 
indication that the financial institutions are becoming more concerned of their social responsibilities towards society 
and are taking steps to disclose the social impact of their CSR practices. 
 
 
 
 
 
 
 
 
 
 
 
 
Fig. 1. Mean of CSR Disclosure by Year 
 
Fig. 2 and Table 2 presents the mean score for the quality of CSR reporting for the four-year period based on the 
187 Faizah Darus et al. /  Procedia Economics and Finance  28 ( 2015 )  183 – 189 
four dimensions. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Fig. 2. Mean of CSR Disclosure by Year based on Dimension 
 
          Table 2. Quality of CSR Reporting by Year based on Dimension 
 
Year          CSR Dimension  Minimum Maximum Mean Std. Deviation 
2008 Community  0 7 3.79 2.18 
Workplace 0 6 2.11 2.42 
Market 0 6 1.74 1.79 
Environment 0 4 1.53 1.71 
      
2009 Community  1 7 4.50 1.98 
Workplace 0 6 2.94 1.89 
Market 0 6 1.78 1.73 
Environment 0 6 2.33 1.91 
 
2010 Community  1 8 5.00 1.83 
Workplace 0 6 3.11 1.99 
Market 0 6 2.21 2.04 
Environment 0 6 2.16 2.06 
      
2011 Community  1 8 4.40 2.04 
Workplace 0 6 3.20 2.31 
Market 0 6 2.10 1.89 
Environment 0 6 2.15 1.95 
 
The results from Figure 2 and Table 2 revealed that the community dimension has the highest mean score 
followed by the workplace dimension while the marketplace and environment dimensions have lower mean scores. 
The results revealed that the financial institutions are concerned about community development and are reaching out 
towards the community. The concern for the workplace dimension suggests that the financial institutions are 
concerned about harnessing the personal growth of their employees and providing a conducive work environment. 
Even though the marketplace and environment dimension have lower mean scores but it is projecting an increasing 
trend suggesting that the financial institutions are taking the initiatives to manage the environmental impact of their 
operations and are taking steps to engage with their customers. 
Table 3 presents the results of the multiple regression analysis between the independent variables and the quality 
of CSR reporting. The F-statistic for the model is 8.904 and is significant while the adjusted R2 is 0.387. The results 
indicate that concentrated shareholdings (CONCENTRATESH) has a negative significant relationship with the 
quality of CSR reporting while customer influence (CST) has a positive significant relatioship with the quality of 
CSR reporting. The results provide evidence that concentrated ownership diffused the external pressure by minority 
shareholders and inhibit the quality of of CSR reporting. On the other hand, external pressure from customers can 
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improve the quality of CSR reports produced by the financial institutions. The results are consistent with H3 that 
predicts that concentrated shareholding will have a negative impact on the quality of CSR reporting and H4 that 
predicts that customer influence is positively associated with the quality of CSR reporting. Therefore, H3 and H4 are 
accepted while H1, H2, and H5 are rejected. 
 
Table 3: Multiple Regression Results for Factors Affecting CSR Disclosure 
Dependent Variable: CSRD (Quality of CSR Reporting) 
R Square = . 436, Adjusted R2 = .387, F = 8.904, Sig. = .000 
Variables Beta T Sig. Tolerance VIF 
(Constant) 22.721 6.423 .000   
ORGSLACK -5.476 -3.114 .003 .632 1.581 
TOP EX -1.228 -.834 .407 .741 1.350 
CONCENTRATESH -.072 -2.141 .036* .481 2.080 
CST .342 2.107 .039* .655 1.526 
GOV -.030 -1.390 .169 .491 2.037 
TA 3.289E-10 1.076 .286 .802 1.287 
Coefficient for each variable is shown with t – statistics in parentheses 
* Significant at 5% level (1-tailed test); 
5. Summary and Conclusions 
Financial institutions are expected to embed sustainable business practices as part of their ethical approach in 
conducting their businesses. This study examines the influence of internal and external pressures as drivers in 
promoting the quality of CSR reporting among financial institutions in Malaysia. The results of the study revealed 
that the quality of CSR information disclosed improved over the four-year period. The results of the study also 
revealed that external pressure in the form of concentrated ownership inhibited CSR reporting while customers’ 
pressure act as drivers towards the improvement of the quality of CSR reporting. However, external pressure from 
government ownership is not significant in promoting the quality of CSR reporting. Internal drivers such as the 
availability of financial resources and the international exposure of top management seemed not to be significant in 
improving the quality of CSR reporting. Financial institutions as financial intermediaries and providers of funds are 
expected to demonstrate exemplary roles on their ongoing commitment towards being socially responsible and 
should take steps to embark on ethical banking practices in order to achieve a more holistic approach of becoming a 
responsible corporate citizen. 
   
Acknowledgements 
 
The authors would like to express their gratitude to the Accounting Research Institute, Ministry of Education, 
Malaysia and Universiti Teknologi MARA for funding and facilitating this research project. 
 
References 
 
Abdul Samad, F. 2002. Ownership structure in the Malaysian corporation sector: Its impact on corporate governance, performance, financing and 
investment patterns. Working paper series, Centre on Regulation and Competition, Institute for Development Policy and Measurement, 
University of Manchester, Manchester.  
Amran, A. 2006. Corporate social reporting in Malaysia: An institutional perspective (PhD thesis). University of Malaya, Kuala Lumpur 
(unpublished). 
Amran, A., Devi, S. S. 2008. The impact of government and foreign affiliate influence on corporate social reporting: The case of Malaysia. 
Managerial Auditing Journal, Vol. 23, No. 4, pp. 386 – 404. 
Arshad, R., Omar, H., Othman, R. 2012. Corporate resources and environmental reporting practices in Malaysia. 3rd International Conference on 
Business and Economic Research Proceeding (3rd ICBER 2012). 
Branco, M.C., Rodrigues, L.L. 2006. Corporate social responsibility and resource based perspectives. Journal of Business Ethics, Vol. 69(2), pp. 
111-132. 
Branco, M. C., Rodrigues, L. L. 2008. Factors influencing social responsibility disclosure by Portuguese companies. Journal of Business Ethics, 
Vol. 83(4), pp. 685-701. 
Brown, T. J., Dacin, P. A. 1997. The company and the product: Corporate associations and consumer product responses. Journal of Marketing, 
Vol. 61(1), pp. 68–84. 
189 Faizah Darus et al. /  Procedia Economics and Finance  28 ( 2015 )  183 – 189 
Carpenter, M. A., Sanders, W. G., Gregersen, H. B. 2001. International assignment experience at the top can make bottom-line difference. 
Human Resources Management, Vol. 39, pp. 277-285. 
Cuganesan, S., Khan, H. 2008. Assessing the reporting of stakeholder reciprocity in the Australian banking industry. Journal of Human Resource 
Costing & Accounting, Vol. 12, pp. 85 – 101 
Darus, F., Arshad, R., Othman, S., Jusoff, K. 2009. Influence of institutional pressure and ownership structure on corporate social responsibility 
disclosure. Interdisciplinary Journal of Contemporary Research in Business, Vol. 1, No. 5. 
Darus, F., Mad, S., Yusoff, H., 2014. The importance of ownership monitoring and firm resources on corporate social responsibility (CSR) of 
financial institutions, Procedia - Social and Behavioral Sciences, International Conference on Governance and Strategic Management 
(ICGSM) , Volume 145, 25 August 2014, Pages 173–180. 
Darus, F., Yusoff, H., Othman, S., 2014. The Influence of Sustainability Reporting Awards in Promoting CSR Disclosures, Book of Research 
Governance and Integrity: Framework for Public and Private Sectors, Bloomsbury Publishing India Pvt. Ltd,  21-40, 
Deegan, C. 2002. The legitimizing effect of social and environmental disclosures: A theoretical foundation. Accounting, Auditing and 
Accountability Journal, Vol. 15, pp. 282-311. 
Douglas, A., Doris, J., Johnson, B. 2004. Case study: Corporate social reporting in Irish financial institutions. The TQM Magazine, Vol. 16, No. 
6, pp. 387-395. 
Farook, S., Hassan, M. K., Lanis, R. 2011. Determinants of corporate social responsibility disclosure: the case of Islamic banks. Journal of 
Islamic Accounting and Business Research, Vol. 2, pp. 114-141. 
Freeman, R. 1983. Strategic Management a Stakeholders Approach. Advances in Strategic Management, pp. 31-60. 
Freeman, R. 1984. Strategic management: A stakeholder approach, Marshall, MA Pitman. 
Hackston, D., Milne, M. J. 1996. Some determinants of social and environmental disclosures in New Zealand companies. Accounting, Auditing 
and Accountability Journal, Vol. 9(1), pp. 77-108. 
Haniffa, R., Hudaib, M. 2006. Corporate governance structure and performance of Malaysian listed companies. Journal of Business Finance and 
Accounting, Vol. 33(6/7), pp. 1034-62. 
Hillman, A. J., Keim, G. D. 2001. Shareholder value, stakeholder management, and social issues: What’s the bottom line?. Strategic Management 
Journal, Vol. 22(2), pp. 125-139. 
Holden Meehan. 1999. The Millennium Guide to Ethical and Environmental Investment. Holden Meehan: Bristol. 
Joseph, G. 2007. Implications of a stakeholders view on corporate reporting. Accounting and the Public Interest, Vol. 7, pp. 50-65. 
Margolis, J. D., Walsh, J. P. 2003. Misery loves companies: Rethinking social initiatives by business. Administrative Science Quarterly 48, pp. 
268–305. 
Marin, L., Ruiz, S., Rubio, A. 2008. The role of identity salience in the effects of corporate social responsibility on consumer behavior. Journal of 
Business Ethics, Vol. 84, pp. 65–78. 
Mathews, J. A. 2002. A resource-based view of schumpeterian economic dynamics. Journal of Evolutionary Economics, Vol.12, pp. 29–54. 
Khan. M. H. 2010. The effect of corporate governance elements on corporate social responsibility (CSR) reporting: Empirical evidence from 
private commercial banks of Bangladesh. International Journal of Law and Management, Vol. 52, No. 2, pp. 82 – 109.  
Kolk A. 2003. Trends in sustainability reporting by the Fortune Global 250. Business Strategy and the Environment 12: 279–291. 
Kolk A. 2004. A decade of sustainability reporting: developments and significance. International Journal of Environment and Sustainable 
Development 3(1): 51–64. 
Liu, X., Anbumozhi, V. 2009.Determinant factors of corporate environmental information disclosure: An empirical study of Chinese listed 
companies. Journal of Cleaner Production, Vol. 17, pp. 593-600. 
Othman, S., Darus, F., Arshad, R. 2011. The influence of coercive isomorphism on corporate social responsibility reporting and reputation. Social 
Responsibility Journal, Vol. 7, No. 1, pp. 119 – 135. 
Petrache, A. 2008. Corporate social responsibility: Competing views from three theories of the firm. Economic Informatics, pp. 1-4.  
Roberts, R.W. 1992. Determinants of corporate social responsibility disclosure: An application  of stakeholder theory. Accounting Organizations 
and Society, Vol. 17, No 6, pp 595—612. 
Said, R., Zainuddin, Y., Haron. H. 2009. The relationship between corporate social responsibility disclosure and corporate governance 
characteristics in malaysian public listed companies. Social Responsibility Journal, Vol. 5, No. 2, pp. 212 – 226. 
Sen, S., Bhattacharya, C. B. 2001. Does  doing good always lead to doing better? Consumer reactions to corporate social responsibility. Journal 
of Marketing Research, Vol. 38(2), pp. 225–243. 
Sinclair P, Walton J. 2003. Environmental reporting within the forest and paper industry. Business Strategy and the Environment 12: 326–337. 
Slater A, Glibert S. 2004. The evolution of business reporting: make room for sustainability disclosure. Environmental Quality Management, 
October. pp 41–48. 
Slater, D. J., Dixon-Fowler, H. R. 2009. CEO International Assignment Experience and Corporate Social Performance. Journal of Business 
Ethics, 89, 473-489. 
Sobhani, F. A., Amran, A., Zainuddin, Y. 2012. Sustainability disclosure in annual reports and websites: A study of the banking industry in 
Bangladesh. Journal of Cleaner Production, Vol. 23, pp. 75-85. 
Vitell, S. J. 2003. Consumer ethics research: Review, synthesis and suggestions for the Future. Journal of Business Ethics, Vol. 43(1/2), pp. 33–
47. 
Vormedal, I., Ruud, A., 2009. Sustainability Reporting in Norway – an Assessment of Performance in the Context of Legal Demands and Socio-
Political Drivers, Business Strategy and the Environment, 18, 207–222 (2009) 
Waddock, S., Graves, S. 1997. The corporate social performance – financial performance link. Strategic Management Journal, Vol. 18, pp. 303-
319. 
